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CONFIDENTIAL USBERLIN 2038 

E.O.l 1652: GDS 

TAGSZC PGOV, EAIR, BQG, UR, GE 

SUBJECT: LUFTHANSA AND INTERFLUG OVERFLIGHT DEAL 
REF: (A) USBERLIN 2013, (B) BONN 4288, (C) STATE 1 14981 

1 . BERLIN PAN AM MANAGER GALLAGHER EXPRESSED HIS CONCERN TO 
ME AUGUST 3 OVER POSSIBLE DEAL BETWEEN LUFTHANSA AND INTERFLUG 
FOR MUTUAL OVERLIGHT RIGHTS. CITING PRESS SOURCES (REF A), 

HE WONDERED WHETHER ARRANGEMENT CONSTITUTED LUFTHANSA'S NOSE 
UNDER THE BERLIN TENT. HE SHRUGGED OFF THREAT OF INTERFLUG 
COMPETITION WITH ZURICH FLIGHTS, PROVIDED OF COURSE INTERFLUG 
PRICES WERE NOT FIXED AT UNFAIRLY LOW LEVEL. I RESPONDED THAT 
WE HAD BEEN CONSULTED RE PROPOSITION TO BE MADE BY FRG, AND 
WE DID NOT EXPECT THE EAST GERMANS WOULD ACCEPT THE DEAL. 

2. LATER THE SAME DAY GALLAGHER CALLED MISSION TO REPORT THAT 
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THE SAME DAY REPRESENTATIVE OF THE FEDERAL MINISTRY OF 
TRANSPORT IN BERLIN, KLAUS KOCH, HAD TOLD HIM THAT THE 
DEAL WAS IN THE BAG. GALLAGHER COMMENTED THAT KOCH IS NOT 
KNOWN TO EMBELLISH HIS REMARKS; IN FACT, HE IS RATHER 
COUTIIOUS IN MAKING PREDICTIONS OF THIS KIND. 

3. THIS OBSERVATION FY FRG OFFICIAL CONTRADICTS EARLIER 
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"INFORMAL INDICATION" THAT GDR WOULD NOT AGREE TO LUFTHANSA/ 

INTERFLUG OVERLIGHT QUID PRO QUP, WHICH WAS REPORTED BY 
FRG BONN GROUP REPRESENTATIVE HENZE (REF B ). DPEARTMENT'S 
APPROVAL OF OFFER (REF C) WAS APPARENTLY BASED IN PART ON 
RESUPTION THAT DEAL WOULD FOUNDER SO THAT PERMITTING FRG 
TO MAKE OFFER WOULD BE HARMLESS GESTURE. WE WONDER WHETHER 
FRG MAY NOT HAVE GONE BEYOND HITHERTO-UNDERSTOOD TERMS OF 
DEAL BY OFFERING SOME ADDITIONAL INDUCEMENT FOR GDR TO 
APPROVE LUFTHANSA OVERLIGHTS. GEORGE 
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